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The  Advantage  of  Opportunity 

The  Guaranty  Trust  Company  of  New  York  publishes  here  an  account  of  the  changes 
wrought  by  the  war  in  the  financial  and  industrial  structure  of  Japan,  and  the  methods 
being  adopted  in  that  country  to  increase  its  economic  advantages,  particularly  in  the 
development  of  foreign  trade. 

This  is  the  seventh  of  a  series  of  papers  dealing  with  the  reconstruction  plans  of 
foreign  countries. 


THE  economic  possibilities  of  the  world-war  have 
made  a  profound  impression  upon  Japan.  No 
country  has  seen  with  clearer  vision  the  meaning 
of  the  struggle  as  it  will  affect  future  international 
relations  and  the  internal  transformation  of  the 
individual  nation.  Japan  has  derived  many  imme- 
diate benefits  from  the  fact  that  her  belligerency  has 
necessarily  been  confined  mostly  to  the  support  of 
her  allies  rather  than  to  participation  in  a  welter  of 
military  destruction;  but  it  is  in  the  celerity  with 
which  the  leaders  of  her  people  have  appreciated 
tendencies  and  probable  ultimate  results  that  she 
becomes  an  interesting  study  for  those  who  would 
promote  the  commercial  welfare  of  America. 

Governmental   Regulation   and  Support 

At  the  very  outset  of  such  a  study  it  becomes 
apparent  that  Japan,  like  Germany,  will  have  the 
advantage  in  the  reconstruction  period  of  a  leader- 
ship in  which  political,  industrial,  and  social  elements 
representative  of  the  nation  as  a  whole  are  fused. 
Japan  is  not  a  democracy,  and  is  accordingly  able 
to  arrive  at  decisions  more  quickly,  and  to  advance 
general  policies  more  effectively,  than  is  a  country 
where  public  opinion  holds  chief  authority  over  the 
character  and  extent  of  financial  and  commercial 
undertakings.  In  the  main  Japan  is  committed 
to  a  program  of  governmental  initiative,  regulation, 
and  support  which  is  carrying  the  suggestion  of 
imperial  wealth  and  efiiciency  and  power  into  every 
activity,  either  of  commencement,  or  reorganiza- 
tion or  extension,  upon  which  her  producers  and 
distributors  of  goods  and  services  are  adventuring. 

From  such  peculiarly  governmental  duties  as  the 
conclusion  of  political  treaties  to  the  minutest  de- 
tails of  business  regulation,  the  Government  has  not 
hesitated  to  assert  itself  if  convinced  that  the  future 
prosperity  and  world-position  of  Japan  would  there- 


by be  more  surely  established.  It  has  sent  commis- 
sions abroad  to  study  the  methods  of  commercial 
competitors  and  the  possibilities  of  new  markets. 
It  is  spending  money  lavishly  to  stimulate  ship- 
building. It  is  improving  the  railroads  and  ports. 
It  is  forming  companies  to  engage  in  undertakings 
unfamihar  to  the  Japanese,  and  uncertain  as  to 
profitable  outcome.  Through  the  Department  of 
Productive  Industry'  it  is  making  arrangements 
to  supply  raw  materials  and  machinery  for  finished 
manufactures.  Under  treaties  future  buyers  in  the 
person  of  emigrants  are  being  distributed  to  unde- 
veloped countries.  By  agreements  with  other 
nations  future  fields  for  industrial  and  commercial 
expansion  are  being  prepared.  It  is  reforming 
financial  laws  to  permit  banking  institutions  to 
render  every  possible  service  to  manufacturers  and 
traders. 

Taking  Advantage  of  Opportunity 
In  such  an  atmosphere  of  determination  to  take 
full  advantage  of  every  opportunity  offered  by  the 
turnover  in  the  world's  affairs  are  the  people  of 
Japan,  whether  of  high  or  low  degree,  rich  or  poor, 
being  stimulated  to  eager  contemplation  of  the 
opportunity  peace  will  bring  for  enlarged  effort 
and  increased  wealth.  Their  hopes  spring  the 
easier  for  what  their  country  has  done  in  the  last 
three  years.  They  have  seen  Japan  come  grace- 
fully from  under  the  crushing  burden  of  the  Russo- 
Japanese  War  debt,  which  entailed  an  annual  inter- 
est payment  of  $30,000,000.  The  trade  position 
has  changed  from  imports  of  $364,715,500  and  ex- 
ports of  $316,230,000  in  1913,  to  imports  of  $517,- 
381,000  and  exports  of  $801,236,000  in  1917— an 
increase  of  42  per  cent,  in  imports  and  of  153  per 
cent,  in  exports.  No  such  result  was  attainable  by 
Japan,  situated  as  she  is  on  the  other  side  of  the 
world,  merely  because  of  a  logical  change  in  trade 
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currents  growing  out  of  the  war,  but  rather  because 
her  merchants  and  manufacturers  pushed  their  in- 
terests at  the  opportune  moment. 

Trade  Expansion 

That  moment  was  fleeting,  for  hardly  was  Japan 
set  upon  her  course  before  the  United  States  entered 
the  war  with  resultant  restrictions  on  imports  and 
exports,  Russia  threw  herself  upon  Germany's 
mercy  and  ceased  to  be  a  market  for  anything,  and 
the  general  circumstances  of  the  war  operated  to 
retard  further  phenomenal  growth  of  foreign  trade. 
During  1917  imports  increased  32  per  cent,  and 
exports  45  per  cent,  over  those  of  1916,  but  during 
1918  imports  increased  twice  as  fast  as  exports. 
Nevertheless  it  is  indicative  of  real  expansion  of 
profitable  business  that  while  the  imports  of  half- 
manufactures  increased  $22,631,277  in  1917,  over 
1916,  the  imports  of  manufactured  goods  increased 
only  $8,300,000,  and  that  the  big  increases  of  im- 
ports in  1918  were  in  raw  cotton,  saltpetre,  iron, 
steel,  and  pulp,  and  in  the  machinery  by  which  these 
raw  materials  were  to  be  turned  into  finished  prod- 
ucts. 

Increased  Production 

Such  a  growth  in  foreign  trade  has  been  accom- 
plished only  by  an  increased  production  at  home, 
and  the  Japanese  see  that  the  proportion  of  this 
trade  which  they  will  retain  after  the  war  depends 
largely  upon  the  measures  taken  now  to  continue 
that  increased  production.  For  that  reason  con- 
cerns of  every  kind  are  combining,  either  through 
amalgamation  or  by  adopting  agreements  covering 
particular  activities.  They  are  increasing  their 
capitalization.  In  many  instances  they  are  diver- 
sifying their  efforts,  and  examples  are  numerous  of 
preparations  to  extend  corporate  management  over 
several  closely  related  businesses. 

China's  Part  in  the  Program 

China  is  regarded  as  an  integral  part  of  this  pro- 
gram of  industrial  expansion.  Japanese  companies 
are  reaching  out  over  that  country,  testing  its  raw 
material  resources,  forming  corporations  peculiarly 
fitted  to  develop  them,  and  preparing  a  market  for 
increased  sales  of  manufactured  articles.  Six  of  the 
largest  Japanese  firms  have  combined  to  place  joint 
loans  there.  Another  company  has  been  formed  to 
handle  the  industrial  enterprises  in  China  of  several 
smaller  firms.  The  China-Japan  Industrial  Develop- 
ment Company,  backed  by  both  Chinese  and  Japan- 
ese capital,  is  an  example  of  Japan's  desire  to  co- 
operate with  rather  than  to  dominate  China.  In 


Chosen  the  Mitsui  Rishi  Company  is  preparing  to 
erect  a  $16,000,000  steel  plant,  with  a  capacity  of 
90,000  tons  a  year.  By  the  end  of  this  year  Japan 
expects  to  be  able  to  turn  out  1,150,000  tons  of  iron 
and  1,165,000  tons  of  steel;  in  five  years  she  expects 
to  produce  1,500,000  tons  of  iron  and  2,140,000  tons 
of  steel  annually.  Japanese  capitalists  have  pro- 
posed that  they  finance  the  operation  of  certain  iron 
mines  in  Canada  in  order  to  assure  their  manu- 
facturers of  ample  supplies.  Closely  related  to  this 
extension  of  industries  at  home  and  abroad  is  the 
sending  forth  of  emigrants  under  such  plans  as  now 
obtain  with  Brazil  and  Bolivia.  There  emigrants  are 
human  credits  established  in  foreign  countries.  They 
are  an  assurance  of  a  future  market  for  Japanese 
goods. 

New  Industries 

For  the  last  three  years  Japan,  in  common  with 
other  nations,  especially  the  United  States,  has  been 
benefiting  from  Germany's  withdrawal  from  foreign 
trade.  She  has  benefited  in  the  first  place  by  being 
forced  to  find  at  home,  or  to  produce  herself,  the 
raw  materials  and  finished  products  which  Germany 
supplied,  and  again  she  has  benefited  by  selling  her 
own  products  to  countries  which  formerly  bought 
from  Germany.  Japan  is  making  every  effort  to 
keep  the  buying  world's  attention  upon  herself,  and 
new  enterprises  are  constantly  entering  the  field 
formerly  dominated  by  the  Germans.  Because  of 
their  imitative  skill  and  their  supply  of  cheap  labor 
the  Japanese  are  particularly  well  equipped  to  com- 
pete for  this  kind  of  business.  They  have  done  a 
great  deal  with  their  newly-tried  glove  industry. 
They  have  evolved  a  substitute  for  celluloid  and  are 
preparing  to  export  imitation  leather,  linoleum, 
stained  glass,  marble,  lacquers  and  varnishes.  A 
cheap  piano  comparing  very  well  with  the  German 
product  is  already  being  exported.  The  manufac- 
ture of  needles  for  use  in  knitted  goods  has  been 
greatly  improved  and  modernized.  Heretofore, 
Japan  has  depended  upon  Germany  for  needles. 
Paints,  glycerine,  stearine,  pitch,  soap  wax,  potas- 
sium permanganate,  and  potassium  carbonate  are 
also  on  the  list  of  new  or  extended  industries  to 
which  the  Japanese  are  giving  much  attention. 
During  the  war  Japanese  clocks  have  been  exported 
to  China,  India,  the  South  Sea  Islands,  the  Straits 
Settlements,  and  even  to  the  United  Kingdom, 
France  and  Italy.  It  is  reported  that  springs  are 
now  scarce  because  of  the  restrictions  on  steel 
exports  from  other  countries,  and  the  Japanese  clock- 
makers  are  said  to  be  making  clocks  without  springs 
with  the  idea  of  storing  them  until  springs  are 
available. 


Dye  Industries 

The  scarcity  of  dyes  has  been  felt  very  keenly  by 
the  textile  industries  of  Japan  and  for  the  last  three 
years  the  Government  has  been  encouraging  the 
formation  of  dye  industries  by  granting  subsidies. 
The  amount  of  the  subsidies  is  sufficient  to  enable 
the  companies  to  pay  a  dividend  of  8  per  cent,  per 
annum  on  their  paid-up  capital,  and  they  are  to  be 
given  for  a  period  of  ten  years.  The  Government 
insists  that  subsidies  shall  be  granted  only  when 
more  than  half  of  the  capital  of  any  such  company  is 
subscribed  by  Japanese  subjects.  Under  these  pro- 
visions some  progress  has  been  made  toward  effect- 
ing independence  of  Germany  in  this  industry.  The 
value  of  Japan's  imports  of  dyes  before  the  war 
averaged  $3,500,000  a  year. 

Shipping 

Unprecedented  profits  have  been  earned  by  the 
shipping  companies  as  a  result  of  the  increase  in 
foreign  trade,  and  the  building  of  additional  tonnage 
is  going  on  at  top  speed.  Practically  every  one  of 
the  owning  companies  has  increased  its  capital  with 
the  purpose  of  making  extensions.  Several  new 
routes  have  been  established,  particularly  to  South 
American  ports,  and  more  ships  have  been  placed  in 
the  service  to  the  United  States,  Canada,  and  Asia. 
Since  the  United  States  entered  the  war  ship- 
building has  been  greatly  handicapped  by  the  re- 
strictions upon  the  export  of  steel  from  this  country. 
It  is  reported  that  the  Japanese  have  accepted  these 
restrictions  in  good  part,  however,  and  that  they 
realize  that  it  is  but  another  of  the  war-measures 
by  which  their  progress  has  been  cramped. 

Ship-Subsidies 
With  less  good-will  have  some  of  the  shipping 
companies  accepted  the  insistence  of  the  Govern- 
ment on  continuing  ship-subsidies.  In  response  to 
protests  against  further  subsidies  the  usual  subsidy- 
period  of  four  years  has  been  divided  and  the  present 
allotments  will  run  only  to  the  end  of  next  year. 
With  one  exception  the  amounts  have  been  reduced. 
The  Government  maintains  that  the  subsidies  are 
necessary  offsets  for  special  obligations,  and  burdens 
which  are  imposed  upon  the  shipping  companies  in 
the  interest  of  the  Empire  as  a  whole.  The  idea 
that  subsidization  implies  rights  of  supervision  and 
regulation  is  being  carried  out  in  all  new  enterprises 
to  which  the  Government  gives  financial  assistance. 
For  example,  in  the  formation  of  a  new  industrial 
company,  capitalized  at  $50,000,000,  which  is  to 
finance  commerce  and  trade,  the  Government  pur- 
poses to  exercise  the  same  powers  as  in  other  cases 


where  it  is  financially  uiterested.  With  a  view  to 
encouraging  the  shipbuilding  industry,  now  working 
at  capacity,  it  has  been  decided  to  establisli  a  loan 
bank  to  advance  money  on  the  security  of  shii)s 
under  construction  or  to  be  built.  The  nominal 
capital  will  be  $10,000,000,  but  the  bank  will  be 
able  to  enter  into  engagements  up  to  ten  times  the 
amount  of  the  capital. 

Banking  Facilities 

The  close  and  necessary  relation  between  ade- 
quate banking  facilities  and  the  expansion  of  foreign 
trade  is  recognized  in  the  arrangements  which  the 
Japanese  are  making  to  have  branch  banks  at  every 
point  where  their  merchants  touch.  The  Nippon 
Kogyo  Ginko,  which  has  opened  a  branch  in  Kobe, 
has  a  new  director  in  charge  of  shipping  matters, 
and  intends  to  specialize  in  Chinese  business.  The 
Bank  of  Formosa,  already  having  a  branch  in  South 
China,  is  planning  another  in  Indo-China.  A 
banking  commission  recently  completed  a  tour  of 
South  America  and  decided  that  banks  should  be 
established  at  Santiago,  Valparaiso,  Montevideo, 
Buenos  Aires,  Rio  de  Janeiro,  Sao  Paulo,  Para, 
Pernambuco,  Bahia,  and  Manaos.  In  Shanghai 
there  are  branches  of  the  Yokohama  Specie,  Bank 
of  Formosa,  and  Sumioto  Bank,  while  two  other 
branches  are  about  to  be  established  by  the  Mitsui 
Bank  and  the  banking  department  of  the  INIitsui 
Bishi  Company.  The  connection  between  banking 
and  business  is  well  illustrated  in  the  case  of 
Shanghai.  No  less  than  100  new  Japanese  bushiess 
concerns  opened  their  doors  in  that  city  last  year. 
There  are  14,000  Japanese  residents,  and  the  in- 
crease was  2,500  persons  last  year. 

Financial  Preparedness 

The  Yokohama  Specie  Bank  has  perfected  arrange- 
ments for  regular  advances  to  Japanese  merchants 
in  the  United  States,  Hawaii,  Canada,  Buenos  Aires, 
Rio  de  Janeiro,  and  Java.  The  Industrial  Bank  of 
Japan  has  been  accorded  the  privilege  of  issuing 
loans  guaranteed  by  the  Government,  and  is  to  co- 
operate closely  with  the  Oriental  Industrial  Develop- 
ment Company,  a  private  concern  which  recently 
increased  its  capital  from  $1,500,000  to  $10,000,000. 
Viscount  Yataro  Mishima,  Governor  of  the  Bank 
of  Japan,  must  have  had  in  view  these  manifesta- 
tions of  readiness  for  business  after  the  war  when  he 
said  in  his  last  annual  report: 

"We  should  be  ready  for  the  occasion  with  the  united 
strength  of  the  whole  nation.  At  home  we  must  apply  our- 
selves to  the  task  of  promoting  productive  industry,  abroad 
we  must  endeavor  to  secure  the  extension  of  markets  and  the 


establishment  of  commercial  credit.  In  this  way,  to  further 
the  augmentation  of  the  national  resources  and  to  make  pre- 
parations for  eventualities  during  the  war  as  well  as  after  it — 
these  are,  indeed,  I  believe,  the  most  urgent  tasks  for  us  at 
the  present  moment." 

:    Possibilities  AND  Opportunities 

No  attempt  has  been  made  here  to  deal  with  the 
well  established  industries  of  Japan.  Her  position 
in  the  manufacture  of  silk,  of  cotton  goods,  and  of 
a  great  variety  of  cheap  products  has  been  well 
earned  and  is  secure.  The  matters  dealt  with  here 
are  rather  suggestive  than  otherwise  because  of  the 
impossibility  of  setting  forth  in  detail  the  multitude 
of  ways  in  which  the  Japanese  have  reacted  to  the 
war,  and  the  variety  of  methods  which  they  are 
adopting  to  promote  their  interests  in  the  future. 
They  seem  to  be  awa,re  of  the  adverse  possibilities 
as  well  as  of  the  certain  opportunities,  and  because 
their  position  is  in  many  respects  similar  to  that 
of  the  United  States  it  may  be  of  interest  to  quote 
the  following  article  from  a  recent  issue  of  a  Japanese 
paper: 


"Our  goods,"  says  the  editor,  "not  being  able  to  compete 
with  the  cheaper  and  superior  productions  of  Germany,  have 
been  driven  out  of  the  Russian  market.  This  is  what  we 
have  been  expecting.  The  prosperity  this  country  has  en- 
joyed in  the  last  two  years  has  been  due  wholly  to  the  war  that 
has  cut  off  German  goods  from  the  markets  of  the  world. 
The  world  has  been  using  our  inferior  and  high-priced  articles 
simply  because  they  have  been  the  only  substitutes  they  could 
resort  to.  Our  business  men  know  that  this  condition  will 
not  continue  very  long  and  that  as  soon  as  peace  is  restored 
German  goods  will  again  drive  out  our  productions.  But 
what  is  particularly  disheartening  to  the  business  interest  of 
this  country  is  the  fact  that  in  Russia  the  invasion  of  German 
goods  has  already  begun  to  take  place. 

"We  cannot  help  being  alarmed  at  the  remarkable  efficiency 
of  German  industry,  which  is  able,  even  in  the  midst  of  the 
war,  to  dominate  the  market  of  Russia  so  quickly.  Our 
anxiety  for  the  future  of  our  industries  is  all  the  more  height- 
ened by  the  contract  of  this  German  efficiency  with  our  own 
incompetence.  The  Government  has  long  been  urging  the 
improvement  of  the  quality  of  our  goods  without  any  visible 
success.  A  further  vigorous  encouragement  on  the  part  of 
the  Government  is,  of  course,  necessary,  but  at  the  same 
time  the  very  fact  that  the  improvement  of  the  quality  of 
our  goods  cannot  be  expected  without  the  Government's 
interference  is  surely  evidence  that  the  development  of  the 
industry  of  this  country  is  still  a  long  way  behind  that  of 
Europe  and  America." 


